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PREFACE 



This report is predicated on the assumption that a large majority of the 
United States Marine Corps officer profession is more than superficially 
interested in the art of investing in marketable securities. And further, that 
many individuals in this group have constrained this interest to no more than a 
stimulating topic of conversation due to a feeling of personal inadequacy in 
financial scholarship. 

It originated in the writer’s desire to record the substantial amount 
of investment information which he has acquired during the past year in his 
pursuit of higher education, in such a way as to be meaningful and informative 
to those associates who have not been afforded the opportunity. It is 
primarily directed to those Marine officers who possess the resources and the 
desire to invest, in anticipation that such a work will reduce any anxiety they 
may possess because of an absence of understanding in this challenging field of 
endeavor. 

The paper has been written in such a manner that even a novice among 
investors will be more conscious of the problems involved, the principles and 
practices followed, and some of the techniques employed in investing. It is not 
intended to encompass all existing investment doctrine nor is it designed to 
document or even suggest any particular course of buying action for a potential 
investor. 
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The emphasis of the report is specifically toward investment criteria 
as applicable to the Marine officer personnel and hence much of its context 
lies within the framework of their career pattern and occupational requirements. 

Such is the process of learning that it is quite impossible to trace 
exactly the source of any given body of knowledge. This circumstance is no 
less true in the preparation of a report of this type. It ia the product of 
many different writers and investment authorities. In general, the writer 
acknowledges his Indebtedness to these individuals. 

In particular, however, this officer is grateful for the assistance 
rendered him by Dr. James C. Dockeray of George Washington University whose 
proficiency as an instructor in this area prompted the writing of the paper 
and whose direction made it possible. 

Daniel J. Ford 
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INTRODUCTION 

In a letter to his son. Lord Chesterfield penned this bit of wisdom: 
"Dispatch ia the soul of business and nothing contributes more to dispatch 
than Method." 

There is little doubt that, to facilitate profitable investment. 
Methodology must outrank fortune. One can cite many instances, to be sure, 
where luck has been a distinctive feature of successful investment; but those 
who have continually experienced substantial returns on their invested funds 
have also possessed a broad knowledge of the essentials of the art. 

The art of investment has one characteristic that i3 not generally 
appreciated. A creditable. If unspectacular, result can be achieved by the lay 
investor with a minimum of effort and capability; but to improve this easily 
attainable standard requires much application and more chan a trace of wisdom.* 

The number and variety of the writings which set forth, and digress 
upon, the principles of investment seem infinite. Stocks range in form from the 
hard-cover professional tome to the paper-bound opus for the enlightenment of 
the do-it-yourselfer. Periodicals a:id "trade papers" encompass a myriad of 
stylistic approaches: the cut-and-dried definitiveness of Standard & Poors 
Stock Listings ; the dollars-and-cents politicing of the Wall Street Journal 's 

^Benjamin Graham, The Intelligent Investor (New York: Harper & Bros. , 
1954), p. xill. 
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editorials; the play-by-play battles of the bulls and bears according to 
Barron's Weekly ; the mathematical delights of Moody's Industrials . 

Nonetheless, in the midst of this extensive diversification, there does 
exist, common to practically all, a core of basic investment doctrine. To this 
set of precepts can be attached the phrase "methodology of investment." 

It is with these rudimentary data that this paper is concerned. The 
purpose of this report is to present under one cover those essential facts of 
investment life, designed specifically for the Marine officer profession and 
intended to assist them in making soundly based decisions in the investment of 
personal funds. This report is restricted to the collection and synthesis of 
accepted principles and is devoid of recommendations for any specific course 
of action. These judgments are -- as they should be — left to the individual's 
prerogative. The author does not presume to give personal counsel on 
particular investment problems. 

Like any other type of professional, the Marine officer bases his 
operations upon a firm structure of proven principles and well-established 
practices. And, given the methodology of investing, he should, like other 
professional men, be able to assume the position of a successful shareholder 
capably and competently. 

The compilation of this report is intended as an aid to that end. It 
will furnish background information, salient details, and, hopefully, perhaps 
a modicum of incentive. But it does not pretend to guarantee successful 
investment any more than a military manual insures successful combat operations. 
As Steams points out: 
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We Americans have an abiding faith in education, practical 
‘’scientific" systems, and experts. Many people believe that 
they can learn anything by reading a book or taking a course. 

Yet, although knowledge is democratic, it is rarely of value 
except as a springboard from which imagination and judgment can 
take off. All the books and courses in America won’t alone make 
a good lawyer or doctor or copywriter, or a good investor. Yet 
millions of people arrogate to themselves, on the basis of very 
little knowledge and even less hard thinking, the ability to use 
sound investment judgment. ^ 

Part I of the report is devoted to the inauguration of the Marine 
officer into the ranks of more than 12,400,000 American shareholders, and his 
comparison with the average group. Herein the compatabilities and 
incongruities of these two groups (Marine officer and average shareholder) are 
discussed with emphasis being placed upon the peculiarities of the military 
occupation. Although the stockholder group is very diffuse, few members are 
subject to the exigencies of a typical Marine officer's career pattern. In 
this section the vital statistics (income group, education, occupational status) 
of the American stockholder will be discussed and compared with those of the 
Marine officer. In further elaboration, the general economic aspects of 
American capitalism will be briefly referenced. 

Part II is allocated to a synthesis of an overabundance of investment 
information. Although not in an all-inclusive manner, the requisites of sound 
investment are discussed in four broad categories: (1) the principal types of 
investment; (2) the individual's program; (3) security selection; and (4) 
folklore of the market. 



\,inhart Stearns, How to Live with Your Investments (New York: Simon & 
Schuster, 1935), p. xi. 
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While thio thesis primarily addresses itself to that portion of the 
Marine officer's funds which he ia prepared to place in marketable securities, 
in the first section of Part II the other types of investment available to an 
individual with sufficient resources are recognized and briefly discussed. 

In section two of this part, reference is made to the various types of 
individual investment programming with the appropriate guidelines for each. 
Recognizing the individuality of each investor and the ensuing differences in 
personal objectives, income, education, and temperament, it has been previously 
inferred that no one set of investment criteria is categorically suited to meet 
the needs of ail. However, various broad courses of investment action 
presumably consistent with the personal financial goals of most people are 
acknowledged. 

Security selection is a phase of investment theory which in itself is 
worthy of an extensive report; but, for the purposes of this paper, a thorough 
discussion of security analysis is not required. A brief description of a 
suitable method of classifying the desirable attributes of industries and 
companies will .be made, however, and some of the criteria used in selecting 
individual securities will be outlined. "Selection of securities suitable 
for the investor's program is as Important as the determination of an 
appropriate investment program. 

Ho presentation of the characteristics of either an art or a science 
would be even barely comprehensive without an explanation of the terms, 
techniques, functions and tools employed in that particular area. The final 

3 

E. C. Harwood, How to Invest Wisely (Pittsfield, Mass.: The gen 
Franklin Press, Inc., 1955), p. 49. 
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section of Part II is devoted to a discussion of the many somewhat complex 
"tools of the trade" of the investment field. And, although, it is not 
considered vital to successful investment, an understanding of the nomenclature 
and colloquialisms peculiar to Wall Street does tend to make a shareholder feel 
more like a member of the club. Therefore, the author has included, at this 
point, some of the folklore of the market. 

Also in this section will be found considerations of the variances 
between the over-the-counter market and the "big board," odd- lot trading versus 
round-lot buying, the us© of put and call options, the functioning of the 
stock exchange, and the interpretation of financial news. 

Part III examines the development of the Marine officer’s portfolio. 

A framework of investment, structured upon specific principles which have been 
filtered from the more generalized methodology presented in Parts I and II of 
the report and deemed appropriate to the officer’s particular circumstances, 
is offered. This program is not constructed on the basis of individual 
securities; and, the writer would again remind the reader, no personal plan of 
action is stressed or recommended. 

This part is composed of two chapters: Chapter 7, a study of 
"automatic" and indirect investment; and Chapter 8, a commentary on speculative 
self -investment. The portfolios of the majority of individuals are derived 
from one or a combination of both of these investment categories. The 
knowledgeable investor may consider the inclusion of a section on "speculation" 
as incongruous in a paper of this sort. But the writer denies the exclusivity 
of this type of investment, and contends that it can prove profitable, as well 
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as challenging to the enterprising investor who possesses an adequate knowledge 
of investment theory. 

"Automatic" investment, encompassing the mutual funds and the monthly 
investment program, is customarily recommended to those '‘men and women who 
would like to become investors but have not the time, nor the facts necessary, 
to choose among the thousands of stocks and bonds they might buy."^ To touch 
only lightly on this subject in an examination of investment criteria for the 
Marine officer would, indeed, imply short-sightedness on the part of the writer. 
There is little doubt that the mutual funds and the monthly investment plans 
offer much to such a person. And this is where the emphasis will be placed in 
this report. 

Chapter 7 is a comprehensive discussion concerning the various types of 
funds. This includes the open-end and cloeed-end funds, the types of 
securities generally owned by the funds, the advantages and disadvantages of 
this kind of investment, and, finally, an analysis of the performance of a 
selected few of these firms. 

The final section of this thesis. Chapter 8, is reserved for what is 
perhaps the most exciting aspect of investment — common stock speculation. 

To achieve any measurable amount of success in this field, however, one must be 
possessed of three fundamentals of varying degree: time, money, and knowledge. 
Not the least of these is knowledge. Augmenting this last requisite, if only 
as an incentive to the reader to investigate the broader areas of investment, 
is the design of this chapter. 

^John A. Straley, What About Mutual Funds? (New York: Harper & Bros. , 
1958), p. vii . 
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The Marine Officer's Guide offers this creditable advice to the 
profession as c whole: 

An investment program which includes both Government savings 
bonds and sound stocks should be one of your undeviating objectives. 

... Do not "play the market" or speculate. Try to build up a 
portfolio of well diversified, high quality stocks or bonds with 
long records of past dividend payment. 5 

The intent of this counsel is laudable, and the truth of it is irrefutable when 
applied to Marine officers as a group or to individual officers who have no 
background as a foundation for informed investment. It is not necessarily 
applicable, and it is a moot point that it was meant to be, to those 
individuals who have a solid educational basis and previous practical experience 
in the field of investment. 

Since the early 1900's, common stocks have not only become desirable 

but widely sought for long-term investment. There are several reasons for 

this: (1) the sustained growth of our economy; (2) the remarkable expansion in 

size and profitability of our great corporations; (3) the fabulous rise in 

dividend payments over the years; (4) the amazing fortunes made by even modest 

investment in many companies in their early stages; and (5) the defense common 

6 

stocks have offered against inflation and a depreciating dollar. 

This writing will justify itself if, after thoughtful study and 
thorough assimilation of it, the regular Marine officer to whom it is directed, 

^Rear Adm. A. A. Ageton, Col. X. D. Hcinl, Jr., and Gen. G. C. Thomas, 
The Marine Officer's Guide (Menasha, Wise. : George Banta Co., Inc., 1956), 
p. 438. 

^Ira U. Cobleigh, Guide to Success in the Stock Market (New York: Avon 
Book Division, The Hearst Corp. , 1961), p. 19"! 
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is provoked to giving more serious attention to and increased interest in, the 
state of his personal investment policy. 



PART I 



THE MARINE OFFICER AS AN INVESTOR 



CHAPTER I 

THE AMERICAN STOCKHOLDER 

During the month of May, 1947, the Hew York Stock Exchange splurged 
with heavy advertising in Tine , Look , Saturday Evening Post , Colliers , and 
other magazines. The advertisement showed a table covered with hats — the ten 
gallon hat of a man from Texas, the denim cap of the railroad fireman, the 
crushed fedora one might associate with a rushed physician, the white cap of the 
house painter, the derby of the stockbroker, the homberg that President 
Eisenhower has since made popular, the wide-brimmed straw the farmer uses in 
the field, the dashing cap of on airman, and, to represent the women, e fur 
neckpiece. To this array can be added the impressive frame cap of the Marine 
major. 

Hie title i3 "Stockholders' Meeting." The copy says: "They come from 
everywhere . . . from every income group, from every community. They are women 
as well as men, employees as well as executives, farmers as well as businessmen. 
They are typical stockholders, the owners of business." 

. . . Corporations are owned by everyone. Wall Street is not a rich 
man's preserve. It is where Main Street as well as Park Avenue places its 
savings, where the millions of the millionaire and the tens and twenties of the 
widow and the schoolteacher commingle.*- 

*\J. A. Livingston, The American Stockholder (Philadelphia & Mew Yorks 
J. B. Lippincott Co., 1958), p. 22. 

10 
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The Stockholder Defined 

Although the foregoing paragraphs may paint a vivid word picture of what 
the American stockholder nay be, statistics can more aptly define what he 
actually is. But the "typical" shareholder is difficult to describe. Ht is a 
member of a group of people who, in an analytical sense, can hardly be called a 
class. He is a member of a group which is not and probably never will be 
homogeneous; a group which has few champions but many exploiters; a group which 
at one moment displays general disinterest and at another rises to meet an 

issue. ^ 

The stockholder is basically defined as "a person owning a share or 

3 

shares of stock in a given company." "He is the owner of a corporate 
enterprise."^ 

A share of stock, oddly, is just what it says it is -- a share of a 

business' hopes, plans and accomplishments. If one buys a share of General 

Motors, he is not buying an ornate piece of very good, crinkly paper, but a very 

real i/280, 840,000th of what General Motors has left over each year after it has 

subtracted from its tremendous gross income a certain amount for taxes reserves, 

labor, materials, advertising, research, and expansion. The whole thing is 

5 

about as mysterious as making a theater reservation. 

2 Ibid . . p. 16. 

Webster's New World Dictionary (Cleveland & New York: The World 
Publishing Company, 1960) , p. 1436. 

/+ Charles W. Gerstenberg, Financial Organisation and Management of 
Business (New York: Prentice-Hall, Inc., 1951), p. 4. 

%ea W. Campbell, Let's Take Stock (Indianapolis: Bcbbs-Mcrrill Company, 

Inc., 1959), p. 13. 
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People — little people, big people, rich people, poor people 
-- own a piece of American Telephone & Telegraph, General Motors, 

American Can, Allied Chemical & Dye, General Electric, and Kansas 
City Power & Light. Common n cocky are widely dispersed in a 
nation of great corporations and little capitalists.^ 

The "American" stockholder can best be distinguished from any other type 
by the following description of his arena: This is a great country, a wonderful 
society. The power of the place is visible. A visitor from abroad who 
traverses a narrow sector along the Pennsylvania Railroad from New York to 
Washington, sees endless roeds strewn with endless lines of cars. He sees 
factories, automobiles parked at the factories. He scc3 cranes, derricks, 
hoists, shipyards. He sees America at work in a breathtaking panorama. If he 
has a chance to pause in any city, he sees a standard of living — a manner of 
eating, sleeping, dressing, end playing — unmatched anywhere. Cure is a 
consur.eristic society. Incomes have risen steadily. Protections against old 
age and unemployment have rapidly developed and expanded since the depression 
’thirties. Men end women feel more confident of finding jobs, earning a living, 
and having an income in their old age. They are more prone, therefore, to spend 
and borrow — to mortgage future income end buy homes, automobiles, household 
appliances, home furnishings, cabins in the woods, and by the seashore, and 
kidney- shaped swimming pools. "7 

The stockholders of America are the people who own, operate, and 
finance much of its business -- virtually all its more important 

business.® 

^Livingston, op. cit ., p. 17. 

7 Ibid . , pp. 17-18. 

®Loula Engel, How to Buy Stocks (Boston: Little, Brown & Co., 1953), 

p. 6. 
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The Investor 

Investment presumes the availability of funds over and above dollars 
required to finance personal consumption. 

A justly fatuous recipe for rabbit potpie begins with the 
sage admonition, "First catch the rabbit." The man whose income 
does not exceed expenses will have no investment problem, for 
he cannot prepare his potpie without first securing the essential 
ingredient . 9 

Investment is specifically indefinable in that it denotes different 
things to different people. To a great degree confusion surrounds the terra 
simply because of the multiplicity of uses to which it is put. Extensive 
research reveals it to be an even more nebulous terra. The meaning of 
investment to the economist is quite different from its meaning to the security 
salesman or to the roan in the street. The economist, thinking in terms of 
economic theory will probably look upon investment as a productive process by 
means of which additions are made to capital equipment. From the practical 
viewpoint of the security salesman, on the other hand, investment may well be 
considered a merchandising process, in which he earns a living by placing his 
customers in contact with the best bargains. To the hypothetical man in the 
street, investment probably means an outlay of money in return for the 
expectation of gain in the shape of income or appreciation in value. 

This last concept of investment will best suit the needs of this paper. 
Specifically, the interest of this report lie6 in the problems and decisions of 
investment as defined by Dowrie and Fuller: . . the employment of capital 

9 

Robert V. Cooper, M, D. , Investments for Professional People (New York: 
The MacMillan Co., 1959), p. 1. 

^George W. Dowrie and Douglas R. Fuller, Investments (Nev; York: John 
Wiley & Sons, Inc., 1950), p. 3. 
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with the aim of producing a gain in the 3hape of income or appreciation in value 
or both."** 

This means that subsequent reference to the term investment will be in 
the prevalent financial sense of the placing of funds in the hands of others 
for their use, in return for a paper instrument entitling the holder to fixed- 
income payments or participation in expected profits. 

Belleraore reaffirms this meaning in more general terms: 

The most smasing attribute of our economic system is its 
ability to produce in tremendous variety and quantity goods and 
cervices that have become an integral part of our lives. 

Although much has been written of the wonders of such a system, 
vc tend to view the results rather casually since the factories 
and machines that produce them seem commonplace. We are 
essentially products of an industrial age and the present 
situation seems natural, although our factories and machines are 
far from natural for they represent capital goods created only 
to the extent people are willing to forego present consumption. 

They can be obtained only by saving a portion of the available 
current national income for their procurement. This considered 
employment of savings is popularly called investment. ^ 

Many treatises on investment take care to define investment in contra- 
distinction to speculation. "An investment operation is one which upon 
thorough analysis, promises safety of principal and a satisfactory return. 
Operations not meeting these requirements are speculative."^ Evans and 
Barnett are more liberal: "An investment may be defined as an exchange of 
present for future funds where the receipt of the future funds is not 



n ibid.» p. 5. 

^Douglas Hamilton Belleaore, Investments, Principles, Practices and 
Analysis (Hew York: B. C, Forbes & Sons Publishing Co. , Inc., 1953), p. 1. 

13 

■^Graham, op. clt ., p. 3. 
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conditioned by the happening of a definite named catastrophe. "14 

Much disagreement , tainted with cynicism, flourishes among the experts 
as to the degree of distinction between the concepts of investment and 
speculation. The latter term will be discussed in the final stages of this 
report. 

As has been pointed out previously, various modes of investment are 
available to the individual with adequate resources; he is by no means 
restricted to participation in corporate equity. Nonetheless, in the case of 
the Marine officer in this work, he will be oriented as a potential stockholder, 
sinco the investment criteria set forth herein will be concentrated in the area 
of marketable securities. 

The Corporation 

Probably the most famous definition of the corporation is the one given 
in 1819 by Chief Justice Marshall in the Dartmouth College case decision, in 
which he described a corporation as "an artificial being, invisible, intangible, 
and existing only in contemplation of law." 

This definition emphasizes the basic characteristic of the corporation 
-- its separate legal entity. It is not a group of separate persons; it is 
itself a legal "person." The corporation is s. device for carrying on an 
enterprise in such a way as to constitute the enterprise itself an entity 

^George Herberton Evans, Jr. and George E. Barnett, Principles of 
Investment (Boston: Houghton Mifflin Co., 1940), p. 7. 

15 

II. A. Finney and Herbert E. Miller, Principles of Accounting 
(Englewood Cliffs, New Jersey: Prentice-Hall, Inc., 1958), p. 175. 
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entirely distinct from the persons who are interested in it and control it. 

The state authorises its existence, and as long as it complies with the 
provisions of the law it continues to exist, irrespective of changes in its 
membership. It has an individual name by which it may enter into contracts; it 
may hold property; and it may sue and be sued.^ 

It is a means whereby the small and scattered money hoards of millions 
of individuals are gathered together into large aggregations capable of 
producing and distributing goods in quantity. To the extent that the 
corporation successfully performs this function, it will survive as an 
institution. Should it fail, it will die. 

The corporation is unexcelled as a medium for raising large amounts of 
capital. Its powers are so wide and its structure is so flexible that both may 
be adjusted to meet many diversified conditions. 

Restricting the classification to private corporations, the following 
types may exist: 

I. According to profit 

A. Profit or stock 

B. Nonprofit or nonstock 

II. According to field of enterprise 

A. Public utilities 

B. Railroads 

C. Industrial 

^^Gerstenberg, op. cit . , p. 4. 

^Jackson Mnrtindell, The Scientific Appraisal of Management (New York: 
Harper f* Bros., 1950), p. 137. 
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III. According to nature of operation 

A. Operating 

3. Holding 

C. Combination of A and B 
IV. According to place of incorporation 

A. Domestic 

B. Foreign. 18 

Corporate Detsocrccy 

Ivhere does the tern ’’corporate democracy" come from and what is its 
implication? Lewis D. Gilbert^ wrote: "Hay I blush and admit to being the 
author of 'corporate democracy’? I have used it constantly in my speeches, 
lectures, and at meetings." This can be safely said: The phrase has been in 

the making ever since Congress thrust on the Securities and Exchange Commission 
the responsibility of helping investors in financial clinches. 

In 1943, Robert H. O’Brien, a timber of the SEC, spoke of the need to 
"create an informed and active group of shareholders who have a voice in the 
councils of their own corporation." He talked about the "democratic process" 
in corporate affairs and the importance of good management. - stockholder 
relations "in capitalism under democracy."^ 

**“v'illii>a H. Husband end James C. Dockeray, Modern Corporation Finance 
(Homewood, Illinois: Richard D. Irwin, Inc., 1934), p. 20. 

19 

Lewis D. Gilbert is a self-appointed Stockholder Vigilante Committee 
who is sui generis . He makes a career of being a professional stockholder by 
guarding hia own and other stockholders' interests. 

20 

Livingston, op. cit . , p. 68. 
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With the Issuance of common stock, a corporation assumes definite 
responsibilities and obligations to the holders of the stock. At the same time. 
It la essential to remember that the stockholders simply own the corporation; 
and the title to the property is lodged in the corporate name. Because of this 
breach between the shareholders and their ultimate property, it is necessary 
to provide them with sufficient rights and powers to afford adequate protection. 
This is achieved mainly through the following channels: (1) the power of 
stockholders to elect those in control; (2) the exercise of preemptive rights; 
and (3) the use of various other rights provided by law. 2 * 

Each stockholder has the fundamental right: 

1. To a certificate showing his ownership of shares 

2. To transfer ownership of his shares 

3. To vote for directors 

4. To vote on other questions affecting the corporation's 
property as a whole 

5. To restrain ultra vires acts of the corporation 

6. To protect the corporation against wrongful acts of the 
directors 

7. To inspect the books of the corporation 

8. To receive dividends when they are declared 

9. To subscribe in proportion to his holdings for any new 
issue of stock 

10. To share in the proceeds of dissolution. 4 ' 2 

Mrs. Wilma Soss 2 3 told the American Federation of Women Shareholders in 
Business, which she founded in her own image: 

We shareholders own the corporation. All these Prussian-faced 
dictators are just our employees — laboring people, you might say. 
Naturally, we the owners have the right to give the hired help a 
few constructive suggestions from time to time. 24 



2 1 Ibid ., p. 77. 

22 Gerstenberg, op. cit ., pp. 107-108. 

2%rs. Soss is a professional press agent and a suffragette among 
American stockholders. 

24 Livingston, PP» cifc * p p • 70 • 
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One common purpose binds the advocates of corporate democracy together. 
They seek recognition from management. They want to be listened to; they want 
to feel that they have some say in the companies they own. 

It should be noted from the preceding paragraphs that the American 
stockholder does possess many rights of ownership which he may legally 
exercise. However, it should be remembered that the majority of investors in 
marketable securities are at best only superficially interested in the every-day 
operations of the corporation in which they have an equity and are predominantly 
concerned with the rate of return on their invested capital. 

The person who gets along in this world, who makes a success 
of his business or profession, is more interested in his own work, 
in what has made him a success, than in policing corporation 
executives and policies and safeguarding his legal rights as a 
stockholder. That implies that persons who in mass have much at 
stake as stockholders are least inclined to be legally exercised 
about it. 26 

At the risk of incurring the wrath of the advocates of "corporate 
democracy," it is only realistic to point out that although more and more 
managements are becoming cooperative, few corporation officers and directors 
recognize the majority of shareholders as true "owners" of the business. 

Corporations are not democracies. They are plutocracies. 

Democracy Implies individual equality — votes without distincti- 
on as to property. But in a corporation, each shareholder votes 
not as an individual, but in accord with his stake in the company. 

A holder of ten thousand shares has one hundred times the 
influence in electing directors as the holder of one hundred 
shares. 22 



2 5 Ibid . . p. 70. 
2 S Ibid . , p. 26. 
2 7 Ibid . . p. 69. 



20 



The Stockholder -- Vital Statistics 

Today, 12,490,000 people in this country own common stocks and there 
probably aren't more than ten of them who still wear plug hats, smoke two-doilar 
cigars and beat their liveried footmen. In contrast, of every one hundred 
stockholders in the country today, 55 of them earn $7,500 or less a year — 
about nine of them having incomes of less than $58 a week, about twenty having 
incomes of $59 to $96 a week, and another twenty-six of them having incomes of 
$97 to $145 a week. Hot quite forty-five of every 100 stockholders today can 
boost of incomes greater than $7,500 a year.^ J 

Hot until June, 1952, did Wall Street know how it stood on the Job. 
Strange as it may seem, nobody could say how many stockholders there were in the 
country. American Telephone & Telegraph knew it had 1,200,000 stockholders and 
thirty other large companies knew they had more than 50,000 apiece. But nobody 
knew just what duplication there was in those stockholder lists. — And nobody 
knew the grand total for all companies. 

In that year, Keith Funs ten, president of the Hew York Stock Exchange, 
asked the Brookings Institution, a research organization of Washington, D. C. , 
to find the facte. Brookings {selected Lewis H. Klraael, a careful research 
economist, for the job. After field studies and Interviews with shareholders, 
Kinaael estimated the number of shareholders at 6,500,000. 

At first. Wall Street was shocked and shrunken. The 6,500,000 estimate 
became a new credo, a goad to expansion, a promise to salesmen. It is the basis 
for the Exchange's Monthly Investment Plan -- MIP -- which permits people to buy 



^-®Engel , op. cit .. p. 186. 
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stocks for os little as forty dollars every three months. The Stock Exchange 
had just begun to fight ' ^ 

Although Kimael’s estimates are now out-of date, they are as 
comprehensive as any study to date and are quite purposeful to this report. 
Actually his statistics vary little from those findings of the Alfred Politz 
Research, Inc. survey announced in July, 1956. Politz at that time reported an 
increase of 33% in the number of shareholders in four years. This was due 
mainly to vigorous sales promotion and good tines. Of course, today‘s figures 
indicate an increase, of alraoet 50% from those reported by Kinmel in 1952. 

Some of the key findings in the Politz survey reveal: 

1. Women stockholders outnumber men by a margin of 51.6% to 48.47., 
but men own a greater number of shares in the aggregate. 

2. The typical stockholder Is forty-eight years old. 

3. Stock ownership is proportionately higher in New England than 
elsewhere. 

4. College graduates account for only 8.2% of the population, but 
29.2% of ail stockholders. Those who went to college for one to three years 
make up 18.6% of the stockholders total, and those who got no further than high 
school account for 33.2%. 

5. One out of every four business executives or proprietors own stock. 
For professional people the figure ia one out of six. 

6. Housewives and nonworking women account for 34.2% of all 

qn 

shareowners . 

^Livingston, op. cit . , p. 24. 

-^Engel, op. cit .. p. 187. 
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The follovjing four tables reflect some of the more significant results 



of Kimrael's survey. 



TABLE 1 

INDIVIDUAL SHARE OWNERS OF PUBLICLY OWNED 
STOCKS DISTRIBUTED BY INCOMES 
REPORTED FOR THEIR FAMILIES 
AS UNITS a 



FAMILY INCOME INDIVIDUAL SHAREOWNERS 

PER CENT OF TOTAL 



Less than $2,000 


4.37. 


$2,000 to $3,000 


5.4 


$3,000 to $4,000 


9.1 


$4,000 to $5,000 


12.8 


$5,000 to $10,000 


44.4 


Over $10,000 


24.0 



°Lewis H. Kinrsel, Share Ownership in the United States (Washington, D.C.: 
The Brookings Institution, 1952), p. 97. 
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TABLE 2 

INDIVIDUAL SHAKE OWNERS OP PUBLICLY OWNED 
STOCKS DISTRIBUTED BY EDUCATIONAL LEVEL 8 



Education 


Individual Share Owners 


8th grade or less 


19.4% 


1 to 3 years of high school 


9.9 


4 years of high school 


29.0 


1 to 3 years of college 


20.9 


4 or more years of college 


20.5 


Current students 


0.3 



a Lewis H. Kitisael, Share Ownership in the United States (Washington, D.C. 
The Brookings Institution, 1952) , p. 93. 



24 



TABLE 3 

INDIVIDUAL SPARE OWNERS OF PUBLICLY OWNED 
STOCKS DISTRIBUTED BY AGE GROUPS a 



Age Group 



Individual Share Owners 



Under 21 years 2.17. 

21 to 29 years 6.0 

30 to 39 years 18.2 

40 to 49 years IS. 9 

50 to 59 years 27.0 

60 years and over 26.8 



^ewis H. Kimrael , Share Ownership in the United States (Washington, B.C. 
The Brookings Institution, 1932), p. 91. 
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TABLE 4 

INDIVIDUAL SHARE OWNERS OF PUBLICLY OWNED 
STOCKS DISTRIBUTED BY OCCUPATIONAL 
GROUPS® 



Occupation 


Number of 
Shareholders 


Per cent in Group 
Owning Stock 


Executives 


300,000 


44.8% 


Supervisors 


620,000 


19.4 


Professional Persons 


670,000 


12.8 


Salesmen 


200,000 


11.2 


Merchants 


250,000 


10,6 


Clerical Workers 


590,000 


7.6 


Farmers 


320,000 


6.8 


Skilled Workers - Foremen 


410,000 


4.4 


Public Service Workers 


40,000 


3.4 


Semi-skilled Workers 


210,000 


1.4 


Unskilled 


10,000 


0.2 


Members of Armed Forces^ 


20,000 


1.1 


Retired, Dependents 


560,000 


9.1 


Housewives — Nonempioyed 


2,130,000 


6.0 


Nonemployed Adults 


30,000 


1.3 


Students & Pre-school Age 


130,000 


0.2 



®Lewis H, Kimtael, Share (Xmership in the United States (Washington, D.C. 
The Brookings Institution, 1952), p. 98. 

^Living in households as members of family. 
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The figures exhibited in the fables on the preceding pages, regardless 
of their age, are indicative of one thing: 

We may be the richest nation in the world, the very bulwark 
of a modern and enlightened capitalism, but the blunt fact of 
the matter is that we are as a nation financially illiterate. 31 

Whether the Marine officer be considered in the executive group on the 
basis of his operational duties or in the professional category on the basis of 
his individual characteristics, it seems safe to assume that he and his 
associates would comprise very little of the percentile accorded either of these 
groups depicted in Table 4. 

Although it is recognized that the personal resources of the civilian 
members of these two groups would be substantially greater than their military 
counterparts, the financial aptitude should not vary commensurate ly. The 
results of the foregoing surveys seem to spotlight the need for this type of 
report . 

The Meed for More Investors 

American business today needs more owners -- men and women willing to 
advance a portion of their savings to provide industry with the new ownership 
capital it must have in the years ahead in order to create jobs for those added 
each year to our working force, to produce new and improved products devised 
by industrial research, and to continue to raise the living standard of our 
increasing population. 

31 

Engel, op, cit ., p. 187. 
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A broader base of corporate ownership will provide all 
Americans with a better understanding of our capitalistic system, 
thus improving the internal political climate in which business 
operates and providing a bulwark against foreign ideologies. 

In response to Hr. Funston's plea, the New York Stock Exchange, in late 
1959, conducted a study of the public's attitude toward and knowledge of the 
investing process. This study revealed the following information: 

1. Broader shareownership is favored by 45 million edult Americans. 

2. Thirty-five percent of the adult population -- and 52 percent of 
shareowners -- say they want more information about common stocks. 

3. Twelve «nd eight-tenths million adults are "on the threshold” of 
investing and an additional 22.5 million are "interested" in specific 
Investment techniques. 

4. The fact that "you don't have to be rich to invest" has gained wide 
public acceptance. 

5. While many people understand some of the advantages and 
disadvantages of owning stocks, only one adult out of four can adequately define 
common stock. 

6. Millions of people feel they "don't know enough" and are reluctant 
to discuss their investment problems.*^ 

As further evidence towards public receptivity to the cry for broader 
based American enterprise, the Wall Street Journal of March 10, 1961, released 

^G. Keith Funstcn, Wanted; More Owners of American Business (Boston: 

The Andover Press, Ltd., 1954), p. 42. 

J The New York Stock Exchange, The Investors of Tomorrow , A public 
opinion survey (New York: The New York Stock Exchange, 1959 (, p. 27. 
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this testimony: 

The feverish pace of trading on the New York Stock Exchange 
in recent weeks is pushing the exchange toward automation of many 
of its operations. . . . Current volume is outrunning all 
expectations of exchange officials. "We're now getting five- 
mil lion- share days which our volume projections didn't anticipate 
until 1965,” says G. Keith Funofcon, president of the Big Board. ^ 

The Marine officer, through the function of investing, can play an 
important role in the entrepreneurship of the econoray of the country he is 
dedicated to defend against all aggression. 

Cur economy is the result of millions of decisions we all 
make every day about producing, earning, saving, investing and 
spending. Both our individual prosperity, and our nation's 
prosperity, rest directly on the decisions all of us are making 

nov. '5 



~ ^The Wall Street Journal (Hew York), March 10, 1961, p. 1. 

35 

Statement of Dwight D. Eisenhower, quoted in John Arthur Newraark (ed.), 
Wall Street 20th Century (New Haven, Conn.: Yale Daily News, 1960), p. 7. 



CHAPTER II 
THE MARINE OFFICER 

As a member of the oldest branch of our armed forces, ft corps 
consistently held in high esteem by the citizens of this country, the Marine 
officer is deemed to possess the professional integrity and the military 
capability exemplary of his position. Having laid a general foundation for this 
thesis in the preceding chapter, it is now proper to begin a discussion of this 
specific group of 16,065^profec*eional men to whom this work is primarily 
directed. 

The efforts of the following pages will be concentrated upon the persona 
financial affairs of the officer and the limitations imposed upon these matters 
by the peculiarities of his trade. These considerations will be discussed, for 
the most part, in generalities, and no reference will be made to the specific 
amount of funds to be placed in insurance, savings, real estate, or 
marketable securities. Moreover, because of a difference in background, 
experience, rank, and, therefore, income, no unqualified recommendation as to 
the management of funds can be made. 

In the writer's opinion, if the education, occupational requirements 
and compensation of the Marine officer are. set forth in these pages, the officer 

*U. S. Bureau of the Census, Statistical Abstract of the United States : 
1960 (Washington, D.C.: U.S. Government Printing Office, I960), p. 243. 
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should be able to place himself next to his equal in the stockholder category 
which was discussed in Chapter I. Estate planning is not the purpose of this 
thesis. 

The Commi ion 

"An officer is much more respected than any other man who has as little 

money. 

Upon being commissioned in the Armed Forces of the United States , a man 
incurs a lasting obligation to cherish and protect his country and to develop 
within himself that capacity and reserve strength which will enable him to serve 
its arms and the welfare of his fellow Americans with increasing wisdom, 
diligence, and patriotic conviction. 

This is the meaning of his commission. It is not modified by any reason 
of assignment while in the service, nor is the obligation lessened on the day 
an officer puts the uniform aside and returns to civil life. Having been 
specially chosen by the United States to sustain the dignity and integrity of 
its sovereign power, an officer is expected so to maintain himself, and so to 
exert his influence for so long as he may live, that he will be recognized as 
a worthy symbol of all that is best in the national character. 

Other than the officer corps, there is no group within our society 
toward which the obligation of the nation is more fully expressed. Even so, 
other Americans regard this fact with pride, rather than with envy. They 
accept the principle that some unusual advantage should attend exceptional and 

^Samuel Johnson, quoted in Rear Adta. A. A. A.geton, Col. R. D. He ini, Jr. 
and Gen. C. C. Thomas, The Marine Officerfe Guide (Menashs, Wise.: George Bant a 
Co., Inc., 1956), p. 208. 
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unremitting responsibility. Whatever path an American officer may walk, he 
enjoys prestige. 

This national esteem for the officer corps is one of the priceless 
assets of American security. The services themselves so recognise it. That 
they place such strong emphasis upon the importance of personal honor among 
officers is because they know that the future of our arms and the well-being of 
our people depend upon a constant reviewing and strengthening of public faith 
in the virtue of the corps. Were this to languish, the nation would be loath 
to commit its cons to any military endeavor, no matter how grave the emergency. 3 

The Officer's Education 

The Marine officer's education generally consists of at least four 
years of college study culminating in any one of & variety of baccalaureate 
degrees. 

Regardless of the officer's major undertaking at college, he usually 
becomes acquainted with some of the precepts of investment at some point in his 
educational endeavors. It is a rare instance where a young man possessing a 
college background enters military life without an inkling of the facta of 
corporate enterprise. 

To satisfy the requirements of substantially all the avenues to a 
career as a Marine officer, successful college graduation or the equivalent is 
necessary. Table 5 depicted below indicates the educational requirements 
which must be met by applicants for a Marine cossnission. 

3 

U. S. Department of Defense, The Armed Forces Officer (Washington, D.C.: 
tl S. Government Printing Office, 1950), pp. 1-2. 
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TABLE 5 




AVENUES TO A CAREER IN THE MARINE CORPS® 




Program or Source 
of Input 


Educational 

Requirements 


Leeds To 


U. S. Naval Academy 


Graduation from U3NA 


2d Lt USMC 


Naval ROTC (regular 
midshipman) 


B.A. or B.S. degree 


2d Lt USMC 


Naval ROTC (contract 
student) 


B.A. or B.S. degree 


2d Lt USMCR 


Platoon Leaders Class B.A. or B.S. degree 


2d Lt USMCR 
and USMC 


Officer Candidate 


B.A. or B.S. degree. 
Non-college graduates 
must pass a 4-year 
college equivalent 
examination 


2d Lt USMCR 


Naval Aviation Cadet 


College students: 
must have satisfactorily 
completed 2 full years of 
college work at an 
accredited institution. 


2d Lt USMCR 


Warrant Officer 


Professional examinations 
prescribed by the 
Commandant of the Marine 
Corps. 


Warrant rank, 
USMC. 


a Rear Adm. A. 
The Marine Officer '3 


A. Ageton, Col. R. B. Heini, Jr., and 
Guide (Menasha, Wise.: George Banta Co. 


Gen. G. C. Thoaas, 
, Inc, 1956), 



pp. 208-209. 
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The. Officer’s Career Pattern 

The Marine Officer's Guide offers sound advice to the young officer 
who is planning his career pattern. The authors state that a rounded career 
must be the goal, for it matures the individual and guarantees decision, 
judgment, steadiness, and practicality at the top. Raw materials for these 
attributes come in average quantity among most officers. But the extent to 
which he develops those qualities results largely from the kind of career he 
pursues. 

Among the ingredients of a balanced Marine career are: 

Experience in command 

Professional Schooling 

Combat experience 

Staff experience 

Sea and foreign 3hore duty. 

The Marine officer's assignments send him to school, to sea, and to the Fleet 
Marine Force, and determine which of the thousand-and-one Marine jobs he will 
fill. Samples of typical assignment patterns may be found in Figure 1. 

The following are examples of proper assignment patterns: 



1. Officer W: 

Lieutenant: 

Student, Basic School 7 months 

Sea Duty Officer 1 year 

Infantry Platoon Commander 1 year 

Company Executive Officer 1 year 

Battalion Staff Officer 6 months 
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FIGURE 1 

TYPICAL ASSIGitJENT PATTERNS FOR GROUND AND 
AVIATION OFFICERS 3 



Yitars 

S*rvia» 



?0 

19 



Vi 
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16 

15 

14 

1? 

12 

11 
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9 

8 

7 

6 

5 

4 



1 







a Rear Ado. A. A. Ageton, Col. R. D. Heinl, Jr., and Gen. G. C. Thomas, 
The Marine Officer's Guide (Menasha, Wise.: George Banta Co., Inc., 1956), 

p. 281. 
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Captain: 

Marine Barracks Guard Company Commander 
Marine Barracks Officer 

Instructor, Basic School 
Student, Junior Course, MCS 

Major: 

Battalion Operations Officer 
Division Staff Officer 

Off iccr- in-Charge, Marine Corps Recruiting 
Station/ Inspector-Instructor 

2. Officer X: 

Lieutenant: 

Student, Basic School 

Reconnaissance Platoon Commander 
Regimental Staff Officer 

Training Battalion Officer, MCRD 

Captain: 

Officer Selection Officer/Inspector- 
Instructor 

Infantry Company Commander 
Student Junior Course 

Major: 

Battalion Staff Officer 

G-l Division, B(?IC 
Student, Senior Course, MCS 
Instructor, Junior Course, MCS 

3. Officer Y: 

Lieutenant: 

Student, Basic School 

Artillery Battery Officer 

(includes associated Artillery Battery 

Officer Course) 

Guided Missile Battalion (OJT) 



l year 

1 year 

2 years 



2 years 
2 years 



3 years 



7 months 

1 year 

1 year 

2 years 



3 years 

1 year 
1 year 



1-1/2 years 

3 years 

1 year 

2 years 



7 months 



1-1/2 years 
1 year 



Supply Duty 



2 years 
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Captain: 




Supply Duty 


1 year 


Artillery Battery Concncnder 


1 year 


Battalion Staff Officer 


l year 


Instructor, Field Artillery 
School, Fort Sill 


3 years 


Major: 




Barracks Commander 


3 years 


Command & Staff Course, Naval 
War College, Newport, R. I. 


1 year 


Joint or Combined Staff 


2 years 


Artillery Battalion Executive Officer 


1 year 


4. Officer Z: 




Lieutenant: 




Student, Basic School 


7 months 


Flight Training 


1-1/2 years 


Tactical Squadron (includes overseas 
deployment) 


2 years 


Forward Air Controller 


1 year 


Captain: 




Instructor, Naval Training Command 


2 years 


Student Junior Course, MCS 


1 year 


Tactical Squadron 


1-1/2 years 


S-3 Section, Marine Corps Station. 


1-1/2 years 


Major: 




Tactical Squadron (includes overseas 
deployment) 


2-1/2 years 


Senior Course 


1 year 


High Level Staff/Headquarters Marine 
Corps 


3 vears^ 


^Information obtained from material prepared by 


personnel of the 


Officer Detail Branch, Headquarters U. S. Marine Corps, 


Washington, D. C. 
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The implications of the foregoing examples of career patterns are many. 

It is because of these exigencies that the military officer is unlike the 
majority of his civilian counterparts in the stockholder group. 

The civilian shareowner or potential investor is invariably 
geographically situated within reasonable accessibility to an investment 
counsellor or stock broker. Because of this proximity he is able to keep 
abreast of the up-to-the-minute market fluctuations. He is usually cognizant of 
the political and industrial machinations which may affect the operations of the 
corporation in which he has an equity. Furthermore, the civilian investor's 
occupation is not migratory in nature and, hence, he is able to solidify 
relations with the broker of his choice. "The choice of the investment 
facilities to be used by the investor is a matter of prime importance."^ 

The investment of money in securities is unique among business 
operations in that it is almost always based in some degree on 
advice received from others. The great bulk of investors are 
amateurs. Naturally they feel that in choosing their securities 
they can profit by professional guidance. 6 

Reassignment to a distant station is, of course, a day-to-day 
possibility in the life of any military officer. Under the selection system of 
promotion, most officers retire between 45 and 60, and all must retire by the 

g 

age of 62. During the course of his twenty years of service within the 

5r. C. Effinger, ABC of Investing (New York & London: Harper & Bros., 
1947), p. 9. 

6 

Benjamin Graham, The Intelligent Investor (New York: Harper & Bros., 
1954), p. 49. 

^The Armed Forces Officer , p. 63. 

%geton, Heinl, Jr., 11100138, op. cit ., p. 431. 
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framework of a normal career pattern, the Marine officer would probably be 

Q 

situated in or near a large urban area only 30% of the time. 

Normally, every six years an assignment will take him outside of the 
continental United States. At present, the Third Marine Division and its 
supporting elements are located in Okinawa. Usually, seven of his twenty 
years of service will involve duty with the Fleet Marine Force. Stateside 
units constituting this force are situated primarily at Camp Lejeune (Second 
Marine Division), Cherry Point, North Carolina (Second Marine Air Wing), Camp 
Pendelfcon, California (First Marine Division) , Marine Corps Air Station, 

Kaneohe Bay, Hawaii (First Marine Brigade), El Toro, California (Third Marine 
Air Wing). With the exception of the last two installations, brokerage 
facilities are not close at hand. 

To many who are unfamiliar with Marine Corps assignment criteria, a 
non-Fleet Marine Force billet is usually associated with a recruiting assignment 
at a large metropolis or guard duty at a Naval shipyard. On the contrary, such 
a billet oftentimes is located at any of the Fleet Marine Force installations 
and the Marine still finds himself in rural surroundings. 

For much of his career, the officer is isolated from business contacts 
and, because of transfer requirements, he rarely can become tied to a single 
investment advisor. 

It should now be quite apparent that so far as concerning accessibility 
to the essentials of investment life and interpersonal relationships with the 

9 

Information obtained from an interview with Major ? D. La Fond, U3MC, 
of the Officer Detail Branch, Headquarters U. 3. Marine Corps, Washington, D. C. 
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sources of guidance, the Marine officer is at a disadvantage. And, because of 
these factors, his personal investment policies must lie within a framework 
which differs from that of the typical American stockholder. 

The Officer’s Income 

The officer’s compensation is based upon hi 3 rank and time in service. 
His pay rate is established by the Congress of the United States and i3 public 
knowledge. In most cases, the officer's salary is below civilian standards 
applicable to those individuals enjoying a status of equal responsibility and 
authority. To lessen this imbalance there is available to members of the 
armed services free medical care, discount-priced convenience goods, and tax- 
free subsistence and quarters allowances. Moreover, if the Marine officer 
attains the rank of major or higher he is eligible for retired pay after 20 
years of satisfactory service. Tables 6, 7 and S reflect the officer's pay- 
scale and retired pay at various ranks as fixed by Public Law 85-422. 

The figures contained in the foregoing tables provide a monetary 
setting for discussion of the Marine officer's portfolio. It is highly 
impractical to attempt any determination of the amount of funds a typical 
officer nay have available for investment in marketable securities. Estate 
planning in this chapter will be discussed only in generalities. In the 
opinion of some officers, $50 to $75 of monthly pay and allowances might 
reasonably be allocated to equity investment after funds have bean withheld for 
maintaining living mid social status. 

Info mot ion obtained during interview with Marine Majors A. E. Here 
and R, A. Deasy, Headquarters Battalion, Headquarters U. S. Marine Corps. 
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ty)- 1-Second Lieutenant O-4-Kajor 0-8-Major General 

0-2— First Lieutenant 0-5— Lieutenant Colonel 0-9— Lieutenant General 

0-3-Captain 0-6»Colonel Q-10«General (Commandant of the 

0- 7-Brigadier General Marine Corps) 
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TABLE 7 



QUARTERS ALLOWANCE (to nearest dollar) ° 


Pay Grade 


With Dependents 


Without Dependents 


0-10 


$171 


$135 


0-9 


171 


136 


0-8 


171 


136 


0-7 


171 


136 


0-6 


136 


119 


0-5 


136 


102 


0-4 


119 


94 


0-3 


102 


85 


0-2 


94 


77 


0-1 


85 


68 



Note: Officers receive a subsistence allowance of $47.88 monthly. 



e Gordon R. Young, (cd.) f The Army Almanac (Harrisburg, Pa.: The 
Stackpole Co., 1959), p. 153. 
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XABLE 8 





MONTHLY RETIRED PAY (to 


nearest dollar)® 


Pay Grade 


20 Years 


30 Years 


0-10 


$800 


$1275 


0-9 


700 


1125 


0-8 


650 


1012 


0-7 


587 


881 


0-6 


430 


738 


0-5 


372 


581 


0-4 


315 


472 


0-3 


262 


393 


0-2 


190 


285 


0-1 


157 


235 



Note: Monthly retired pay based on length of service or age is computed by 

multiplying the basic monthly pay of the grade in which retired by 
2-1/2% times the years of service creditable for basic pay. 

^Gordon R. Young, (ed,)> The Army Almanac (Harrisburg, Pa.: The 
Stackpole Co., 1959), p. 157. 
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Ifce. Officer's Estate 

Hie military officer should lose no time in laying the foundations of 
a balanced estate: an estate which reflects well-planned objectives; which ic 
built on a prudent Insurance program, wise investments, and property ownership; 
and which affords shockproof protection against the unexpected. 

For any officer with dependents, insurance is, of course, a necessity. 
How much it should be, and what its form, are matters for his judgment and 
conscience and according to hi3 circumstances. A sound life-insurance program 
varies with income, age and number of children, the age of the Insured and his 
probable number of years remaining upon the active employment list. 

Periodically, the officer must overhaul his program, considering 
carefully the number of years his children will remain dependent, their 
educational requirements, his outside income, his wife's employment 
capabilities, his income after retirement, and any experience qualifying him 
for civil employment . ^ 

By reason of his membership in the armed services of this country, 
the Marine officer and his family participate in the benefits offered by two 
forms of insurance-type programs. During the summer of 1956, the 84th Congress 
passed into law the Servicemen's and Veterans’ Survivor Benefits Act (Public 
Law 881) which provides for broader benefits for survivors of military 
personnel who die in service or who die later as a result of military service. 

Simply stated, the law provides (1) that a six-month death gratuity is 
paid to survivors by the service concerned as soon as possible after the 

^Ageton, Heinl, Jr., Thomas, op. cit ., p. 431. 

1 2 Ibid , . p. 432. 
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serviceman ' 3 death. The amount is computed as follows: total monthly pay x 6 » 
death gratuity (not to exceed $3,000); (2) compensation payable monthly to a 
serviceman's widow, the amount i3 related to the pay of the rank held by the 
serviceman at the time of hie death computed as follows: $112 plus 127, of 
member' 8 monthly basic pay; and (3) benefits for children under age 18 under 
Social Security eligibility. 1 -* 

Established in 1879, under the auspices of the Secretary of the Navy 
as a nonprofit organisation, the Navy Mutual Aid Association provides a 
guaranteed benefit of $7,300 plus a terminating dividend of $2,500 and an 
Instantaneous dispatch of $1,000 to the survivors upon death of a Navy, Marine, 
or Coast Guard officer. The premiums for this type of insurance are comparably 
lower than for a similar type policy offered those individuals in civilian 
life. 14 

As could be expected, there is much speculation on the part of experts 
as to the types and amounts of insurance programs the military officer should 
participate in to supplement the aforementioned plans. In the writer's opinion, 
the majority of professional advice received by most officers is directed 
toward coverage which requires an excessive amount of his personal funds to be 
placed in insurance premiums — under the pretense that insurance is a savings. 

Short-term policies, ordinary life plans, endowment policies and family 
plans, and a combination of any of these are among the myriad of insurance 
programs followed by the military men. 

8. Department of Defense, Protecting Your Family (Washington, D.C. : 
U. S. Government Printing Office, 1956). 
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Table 9 depicts a suggested life insurance program for career officers. 

TABLE 9 

SUGGESTED LIFE INSURANCE PROGRAM FOR 
CAREER OFFICERS® 



Grade 


Age 


Family Status 


Base Pay 


Recommended 

Insurance 

Amount 


Ensign (0-1) 


22 


Urenarried-No children 


$222 


$17,500 


Lt.(JG) (0-2) 


26 


Married-One child 


370 


27,500 


Lt. (0-3) 


29 


Married-IWo children 


440 


39,500 


Lt. Cmdr. (0-4) 


33 


Married-Two children 


520 


49,500 


Commander (0-5) 


37 


Married-TWo children 


630 


49,500 


Captain (0-6) 


43 


Married-Two children 


860 


49,500 


a U. 3. 


Navy Department, Suggested Life Insurance Program (Washington, 



D. C. : U. S. Government Printing Office, 1960). 

Some officers find it financially advantageous to buy real estate where 
they have duty and are not assigned quarters, then to sell or rent when ordered 
to other shore duty, or else leave the family in their own home while on sea or 
expeditionary service. While absentee landlord is a difficult role, it is 
oftentimes worthwhile to the officer to have a home available when he returns, 
and he can approach retirement with something besides cancelled checks and rent 
receipts. ^ 



^Ageton, Heinl, Jr., Thomas, op. cit ., p. 436. 
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The habit of systematic saving is an essential form of career 
insurance for the military officer as it i6 for any working man. The officer 
who will not deprive hinself of a few luxuries to build up a financial reserve 
for future contingencies is as reckless as the one who in battle commits his 
manpower reserve to front-line action without first weighing his situation. 16 

The officer must meticulously oversee his day-to-day living expenses 
to insure that he does not abuse credit extension and consequently seriously 
jeopardize his career and social standing. 

Concerning the evils of running into debt, there is hardly 
need for a sermon to any American male who has brains enough to 
memorize his general orders. As Mr. Micawber put it to David 
Copperfield, "The blossom is blighted, the leaf is withered, the 
god of days goes down upon the dreary scene, and -- and, in short, 
you are forever floored.” The over-extension of credit is a not 
unknown American failing. 1? 



The Officer as an American Stockholder 

The Marine officer differs fundamentally from the typical stockholder 
of this country. His occupation is such that it requires dislocation at least 
every three years; the civilian's job rarely makes such a demand. The Marine 
officer seldom has easy access to reputable investment counselors or brokers; 
the civilian usually does. The Marine officer’s occupational surroundings and 
his social environment make it difficult for him to keep abreast of the current 
state of the market and of business activity; the civilian's job is, as a rule, 
more conducive to this type of effort. Although his educational background is 

^The Armed Forces Officer, op. cit ., p. 64. 
l7 Ibid. , p. 64. 
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favorably comparable (as a class) to the non- serviceman' s, the military 
officer's income, generally is not. 

This analysis tends clearly to one conclusion: if the Marine officer 
ia to invest profitably in marketable securities, then he must be more than 
normally cognizant of essential investment criteria. Since he cannot depend 
upon finding constant reliable investment counsel, then he must be prepared to 
rely more upon himself. He is, in many respects, an atypical American 
stockholder. 



PART II 

THE GENERALITIES OF INVESTMENT 



CHAPTER III 

THE PRINCIPAL TYPES OF INVESTMENT 

Although the primary objective of this paper is to acquaint the reader 
with the marketable securities area of investing, the purpose of this chapter 
is to briefly consider the field o i investing in its broadest scope. "The 
successful investment of money requires that the investor understand the 
primary difference between the various classes of investments.''^ 

Economic activity is undertaken for economic returns or rewards, the 
principal forms being (1) current income, (2) capital or realized gains and 
losses, (3) market value gains end losses, (4) purchasing power gains and 
losses, and (5) monetary gains and losses. The investor may use any or all of 
these concepts in measuring his economic success or failure, but the emphasis 
will vary among investors at any given time and will vary, in the case of a 
given investor, from time to time. 

Income which flows currently and regularly in the form of salary, 
interest and dividends io recognized by all as a reward for services rendered 
or for the use of capital. ^ 

| 

Roger W. Babson, Investment Fundamentals (New York: Harper & Bros., 
1935), p. 2. 

^Dr. Paul L. Morrison, "Investment Management," Fundamentals of 
Investment Banking , ed. Julien H. Collins (New York: Prentice-Hall, Inc., 1949), 
p. 677. 
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